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COMMONWEALTH OF VIRGINIA

STATE CORPORATION COMMISSION

AT RI CHVOND, OCTOBER 20, 1998

APPL| CATI ON OF

VI RG NI A ELECTRI C AND
PONER COMPANY CASE NO. PUE980462

For Approval of Expenditures

for New Generation Facilities
pursuant to Va. Code § 56-234.3
and for a certificate of public
conveni ence and necessity pursuant
to Va. Code 8§ 56-265.2

ORDER

On August 11, 1998, Virginia Electric and Power Conpany
("Virginia Power" or "Conpany') filed the instant application
(the "Application"), requesting regulatory approval for the
construction of 5 new gas-fired turbine generator units of
approxi mately 150 negawatts ("MAN') capacity each. A related
application seeks regul atory approval for construction of
transm ssion facilities necessary to connect these generators to
the electric transmssion grid. It is proposed that 4 units
woul d begin operation on or about July 1, 2000, and the fifth
unit woul d begin operation one year |ater.

On Septenber 2, 1998, the Comm ssion Staff ("Staff") filed
a Motion Requesting Ruling on |Issuance of Request for Proposal,

seeking a ruling as to whether the Rules Governing the Use of


http://www.state.va.us/scc/contact.htm#General

Bi ddi ng Progranms to Purchase Electricity from O her Power
Suppliers, now codified at 20 VAC 5-301-10 ("Rules"), were
applicable to Virginia Power's filings. Pursuant to prior
Order, the Conpany filed its response to the notion and replies
to this response were filed by the Staff and by several
interested parties.

Virginia Power responded that it no | onger had an active
bi ddi ng program and so was not subject to the Rules, but if the
Comm ssi on found ot herw se, should be given an exenption from
t he Rul es.

Anmong t he responses received by the Comm ssion was one
filed on behalf of the Virginia Commttee for Fair Uility Rates
("Commttee"). The Conmttee opined that the Comm ssion should
"defer ruling on either the notion or Virginia Power's request
for an exenption until after the hearing, and until the
evidentiary record has been fully devel oped on the issues of
whet her there is a need for additional capacity and on the best
means for neeting any need that m ght be devel oped.” Reply
at 2. The Commttee feels that Virginia Power may have no
capacity need, because portions of Virginia Power's retail | oad
may eventually be served by other suppliers. Sone of these

ot her potential suppliers also filed responses as interested



parties and urged that they be given an opportunity to bid to
supply the capacity identified in the application.?

NOW THE COW SSI ON, havi ng consi dered the pl eadi ngs and the
Application, is of the opinion and finds that it should, on an
expedi ted basis, schedule a public hearing to consider the
i ssues now before it, including the need for capacity and how
any need can be best net, whether the Bidding Rules are
applicable and if so whether Virginia Power should be granted an
exenption fromthem and whether Virginia Power's asserted
"quick timetable" can accommobdat e neani ngful participation from
other parties. To these ends, Virginia Power shall devel op and
file wwth this Conm ssion within 10 days of the date of this
Order docunents and materials necessary to enable interested
parties to determ ne whether, if there is a need for additional
capacity, they can neet such need through construction or
purchase of generating capacity, demand si de neasures, or
otherwi se. Such material should include the follow ng m nimum
i nformati on:

1. A detailed description of forecasted resource needs that
addresses the timng of such needs (including increnental
capacity needs by nonth and expected nonthly capacity

factors of the proposed conbustion turbines), mninumrun-
times, dispatch requirenents, etc

! See, Reply of Calpine Corporation, Dynegy Power Corp., and PP& d obal ;

Comments of the Electric Power Supply Association; and Comments in Support of
Staff Mdtion, filed by the Energy Marketing Coalition.



2. A description(s) of geographical preferences for the
| ocati on of generating resources, identifying transm ssion
[imtations, discussing transm ssion congestion relief,
detail ed substation inter-connection information, etc. To
the extent that generating capacity is necessitated by
transm ssion or other physical limtations, such as the
need for specific ancillary services (such as voltage
support, spinning or operating reserves, or reactive
supply), the discussion of geographical preferences should
include information pertaining to the consideration of
demand side prograns including the possibility of neeting
identified needs through retail access prograns.

3. A conprehensive |list of mandatory and preferred
contractual specifications including the termor terns of
acceptabl e contracts, penalty provisions, performance
cl auses, etc.

4. A description of an appropriate eval uation process
(i ncluding both price and non-price considerations) for
possi bl e resource proposals. Such a process shoul d
provide for an equitable evaluation of Virginia Power's
proposed conbustion turbines versus non-Virginia Power
proposal s and should highlight any and all areas where
different evaluation criteria would be applied to Virginia
Power's proposed units versus outside proposals. This
di scussi on should al so address how the potential for
electric utility restructuring may influence the
eval uation of non-Virginia Power alternatives.

In addition, Virginia Power shall also develop and file within
ten (10) days of the date of this Oder, on a confidential basis
with the Commi ssion's Division of Energy Regul ation, sufficient
information to enable the Staff to assess the "benchmark costs”
for the proposed units, including, at a mnimum overni ght
construction costs; |levelized annual costs or econom c carrying
costs; and, projections of annual costs (capital costs,

operations and mai nt enance expenses, average fuel costs, etc.)

for each year over the life of the proposed units.



The Comm ssion is further of the opinion that any party
interested in offering to supply any such identified capacity
need should state its intention to bid to supply such capacity
and to file evidence of its capability of fulfilling such need
t hrough construction or purchase of generating capacity, demand
si de neasures or by other neans.

Accordingly, IT 1S ORDERED THAT:

(1) Virginia Power shall, within 10 days of the date of
this Oder, file with the Comm ssion for public inspection, and
pronptly make avail abl e upon request, the docunments and
material s referenced above;

(2) Any person interested in submtting a bid to neet the
capacity need identified in the Application shall, on or before
Novenber 25, 1998, file with the Cerk of the Comm ssion and
si mul t aneously serve upon counsel for Virginia Power a statenent
of its intent to submt such bid, together with all evidence the
Comm ssi on should consider as to the party's ability to fulfil
bi d requirenents;

(3) A public hearing shall be schedul ed for January 5,
1999, at 10:00 a.m, in the Conm ssion's Second Fl oor Courtroom
of the Tyler Building, 1300 East Main Street, R chnond,
Virginia, for the purpose of determ ning whether there is a need
for addition of generating capacity as proposed in the

Application or otherwi se, and, if so, whether there are persons



other than Virginia Power that are interested in submtting a
bi d and capabl e of neeting any such need that is identified.

(4) The Comm ssion Staff shall investigate these matters
and file a report of its findings on or before Decenber 17,
1998.

(5) The Conpany shall file any additional testinony and
exhibits it wshes the Conm ssion to consider on or before
Oct ober 30, 1998.

(6) Any Protestant shall file testinony and exhibits it
w shes the Conm ssion to consider, together with a Notice of
Protest and Protest, on or before Novenmber 25, 1998.

(7) Any party may file rebuttal to any prefiled testinony
or to the Staff Report on or before Decenber 23, 1998.

(8 Al filings ordered herein shall be filed in the
original and fifteen (15) copies wth the Cerk of the
Comm ssion, State Corporation Comm ssion, P.O Box 2118
Ri chnond, Virginia, 23218, and shall refer to Case
No. PUE980462. Al filings ordered herein shall also be
cont enpor aneously served on counsel for all other parties.

(9) Discovery shall be governed by Rule 6:4 of the
Comm ssion's Rules of Practice and Procedure, except that
responses to interrogatories shall be served within 10 days of

recei pt of the interrogatory.



(10) On or before Novenber 1, 1998, Virginia Power shal
cause to be published, in display advertising in newspapers of
general circulation throughout the state, the follow ng notice:

NOTI CE OF APPLI CATI ON OF
VIRG NI A ELECTRI C AND PONER CO.

FOR APPROVAL OF EXPENDI TURES
FOR NEW GENERATI NG FACI LI TI ES

On August 11, 1998, Virginia Electric
and Power Conpany ("Virginia Power" or
"Conpany") filed an application with the
State Corporation Comm ssion that requests
approval of expenditures necessary to
construct additional generating facilities
in either Fauquier or Caroline County,

Vi rginia.

The Comm ssion has found that it should
determ ne whether there is a need for the
addi tion of generation capacity in the
Commonweal th and the extent to which its
Capacity Bidding Rules apply. The Conm ssion
has schedul ed a public hearing, inits 2nd
Fl oor Courtroom Tyler Building, 1300 East
Main Street, Richnond, Virginia, at
10: 00 a. m on January 5, 1999, for these
purposes. The Comm ssion will also consider
whet her, shoul d such need be established,
parties other than Virginia Power should be
af forded an opportunity to bid to supply the
need.

Persons interested in participating in
the proceeding as a Protestant, as defined
in the Conmssion's Rules for Practice and
Procedure are directed to the Conmmi ssion's
Order of October 20, 1998, for specific
procedural instruction. This Order may be
requested fromVirginia Power by witing its
counsel , Panel a Johnson, Virginia Electric
and Power Conpany, P.O. Box 26666, Ri chnond,
Virginia, or by phoning (804) 771-3621. The
Order may al so be obtained fromthe



Comm ssion's Division of Energy Regul ati on,
P.O Box 1197, Richnond, Virginia 23218

The Conmm ssion wel conmes witten conments
frominterested persons. Such comrents
shoul d be submtted to the Cerk of the
Comm ssion, P.O Box 2118, Richnond, Virginia
23218, and refer to Case No. PUE980462.
Anyone interested in making a statenent at
the hearing may do so by appearing at the
Comm ssion Courtroomat 9:45 a.m on the day
of the hearing and registering an intent to
speak with the Comm ssion's Bailiff on forns
the Bailiff wll provide. Persons who
require accommodation to physically
participate in the proceeding should call 1-
800- 552-7945 (voice) or 1-804-371-9206 (TDD)
to make necessary arrangenents.

VI RGA NI A ELECTRI C AND PONER COMPANY
(11) This matter is continued for further orders of the

Conmi ssi on.



